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Increased  interei:t  on  the  part  of  farm  [groups  in  several  States 
in  explcrin?  the  possibilities  of  tha  meat  processing  field  has 
hocone  icanifest  ^'ithin  the  past  year,    Kainerous  inquiries  have  : 
"been  received  by  the  Livestock  and  I'/ool  Section  and  in  a  fev; 
localities  fairly  definite  plans  are  now  being  v.'orkf;d  cut  to  es- 
tablish proQessing  facilities  as  soon  as  war  conditions  permit. 

Because  of  the  high  percentage  of  failures  in  earlier  attempts 
on  the  part  of  far)ners  to  organize  and  operate  meat  packing  plants, 
the  American  Farm  Bureau  Federation  requested  the  Cooperative 
Research  and  Service  Division  to  make  a  study  of  these  operations 
and  prepare  a  short  summary  for  the  use  of  the  Livestock  Committee 
of  15. 

Early  Development  of  Cooperative  Packing  Plants 

The  most  active  period  of  organization  and  promotion  of  farmer 
packing  plants  Has  from  191^  to  I92O.     iiost  of  this  early  develop- 
ment took  place  in  the  States  of  V/isconsin,  Minnesota,  Illinois, 
lovra,  the  Dakotas,  and  Michigan.     Reports  indicate  that  I7  plants 
v'^re  organized.     In.  addition,  unconfirmed  rumors  of  I5  other 
plants  came  to  our  attention  but  no  reliable  facts  were  obtained 
to  substantiate  thorn.    Of  the  IJ  plants  established,  I3  were  set 
up  as  cooperatives  and  U  as  private  concerns  with  farmers  as 
principal  stockholders.    All  v/ere  promoted  as  fai'mers-  enter- 
prises and  most  of  the  stock  was  sold  to  f armors..     Table  1  shows 
number,  location,  and  time  of  organization  of  these  plants. 

Agricultural  conditions  and  certain  attitudes  on  the  part  of 
farmers,  had  a  direct  bearing  upon  ^hat  took  place.    Dui'ing  the 
period  from  191'4  to  I9I8  there  was  much  dissatisfaction  among 
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livestock  producers  v/ith  the  monopoliEtic  tendencies  and  cold- 
"blooded  attitude  of  the  Big  5  packers  and  the  public  market  in- 
terests dominated  by  them.    As  an  outgrowth  of  this  dissatisfaction, 
Congress  ordered  an  investigation  of  the  packing  industry  by  the 
Federal  Trade  Coimiissiou,    Following  its  report,  steps  were  taken 
by  the  Department  of  Justice  to  prosecute  these  firms  under  the 
Sherman  Anti-Trust  Act.    To  forestall  such  action,  the  Packers 
entered  into  what  v;as  termed  the  'backers  Consent  Decree  of  I92O." 
The  Packers  and  Stockyards  Act,  enacted  in  I92I,  for  the  purpose 
qf  reiijulating  packers  and  commission  laerchants  at  the  terminal 
markets,  was  largely  a  result  of  the  disclosures  brought  out  in 
the.  Federal  Trade  Commission's  report. 

The  Big  5  (nov;  Big  k)  packing  companies,  according  to  the  investi- 
gation made  hy  the  Federal  Trade  Commission  in  I9IS,  owned  and  con- 
trolled most  of  the  important  public  stockyards  of  bhe  country 
where  over  75  percent  of  all  meat  animals  v;ere  marketed.  They 
operated  over  9I  percent  of  the  refrigerator  cars  and  processed 
ovsr  70  percent  of  all  animals  slaughtered  under  Federal  inspection. 
These  same  packers  also  either  ovrned  or  dominated  most  of  the  mar- 
ket nev/spapers  published  at  these  terminal  stockyard  centers. 

Distrj-st  of  these  large  packers,  on.  the  part  of  livestock  pro- 
ducing interests,  coupled  with  a  desire  to  have  packing  plants 
located  near  producing  areas,  led  producers  to  organize  both  mar- 
keting organisiations  and  packing  plajits  in  an  effort  to  obtain 
fairer  prices  for  their  livestock.    This  urirest  and  dissatisfaction 

-  .      ^  — 

•  ITote.  -  Acknovrledgment  is  made  of  the  assistance  of  the  fol-  ; 

lowing  persons  in  collecting  data  on  which  this  report  is 
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cultural  College,  Fargo,  IT.  Dale;  Geo.  F.  Henning,  Ohio  | 
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made  farmers  peculiarly  susceptible  to  promotional  efforts.  Ac- 
cordingly, vrhen  several  croups  of  shre^/d  promoters,  men  v.-ho  made 
a  "business  of  stai'ting  enterprises  for  other  people  to  carry  on 
v;ent  into  some  of  the  rich  Corn  Belt  States,   they  found  farmers 
an  easy  prsy»    Thsy  su'^-ooded  in  starting  several  largs  packing- 
plant  enterprises,  for  v.'hlch  they  charged  excessive  commissions. 
Hot  only  did' they  start  packing  plants,  l3ut  they  were  responsible 
fur  launching  other  commercial  projects  '-'hich  had  little  chance 
for  'success.    Purthermore,  study  of  the  organization  of  these 
enterprises  indicates  that  a  num'ber  of  thsm  were  not  cooperative 
in  any  sense  of  the  '-.'ord  but  vere  straight  commercial  corporations 
in  v;hich  far.ners,  as  well  as  other  investors,  purchased  stock. 

First  Plant  at  LaCrosse,  V/is. 

The  first  cooperative  packing  project  of  vrhich  we  have  any  record 
was  started  at  LaCi'osse,  V'is,,  in  I9IU.  .  Because  this  was  the 
first  cooperative  plant  oiganizod  and  because  the  sane  promoters 
were  instrumsntal  in  fUirting  other  plan^'.s  in  V/isconsin,  Illinois, 
and  Minnesota,  it  seems  desirable  to  outline  rather  fully  what 
took  place  dui'ing  its  organization  and  operation. 

In  the  beginning  this  packing  plant  was  owned  and  operated  by  the 
Langdon-3oyd  l^'acking  Company  of  LaCrosser    Ifl-xcn  it  was  sold  to 
farmers  the  plan'i  '/as  ik  years  old  and  some  cf  the  machinery  3O 
years  old.     The  ccnpanj-  was  in  financial  difficulty,  owed  a  local 
bank  $55', 000',  and  had  outstanding  preferred  stock  of  $37 •  000.  To 
get  out  from  under  this  ''white  elephant"'  the  ov;ner  conceived  the 
idea  of  floating. a  new  company  as  a  farmer  cooperative.    At  that 
ti^e,  1913 »         only  organized  farm  group  in  the  State  vras  the 
V/isconsin  Society  of  Equity.    Mr,  Boyd  approached  the  President  of 
the  organization,  along  with  some  cf  the  other  officers,   sold  them 
on  the  idea  and  offered  to  tm-n  over  the  plant  for  $12k,3lh. 

A  committee  appointed  to  investigate  the  proj^osition  failed  to 
employ  a  competent  packing  house  expert  to  appraise  the  plant,  and 
endorsed  the  seller's  deal  at  his  own  price.     The  annual  member- 
ship meeting  of  the  Equity  in  December  ]913  approved  the  trans- 
action and  authorized  the  committee  to  incorporate  the  company  for 
$250; 000  and  raise  funds  for  purc'iase  and  operating  capital.  A 
prof essionr.l  promoter  was  employed  and  a  coi^tract  v/as  entered  into 
guaranteeing  him  I5  percent  commission  on  sale  of  stock. 

Shares  of  stock  at  $100  each  were  sold  to  2lj6  farmers  and  $265, 000 
'•fas  raised.    Of  this  a,mount  $122,91^.3S  '''^^  paid  to  the  old  company 
for  a  plant  ''orth  less  than  $30:000,  nnd  the  promctGr  received 
$3'^', SlU> 52.     The  first  year  the  company  was  forced  to  er'pend 
$11,31^  ^'or  repairs  in  order  to  put  the  plant  in  operation. 
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Vathin  10  months  after  the  plant  started,  277 > 300  pounds  of  meat 
had  spoiled,  resulting  in  a  loss  of  $U0,000.     By  the  end  of  I9I5 
the  plant  showed  a  loss  of  $71/b02-3^  and  due  to  mistakes  and 
poor  management,   so  thu-t  v^ithin  less  than  two  years  $2^3  , 6^5.^2 
of  the  fai'mers'  capital  ho.d  been  used  up.     This  left  the  coopera- 
tive '.'ith  only  ahout  $21,000  as  working  capital. 

Tho  plant  changsd  management  in  ITov ember  I915  but  with  an  addi- 
tional $ll,15Uol7  spent  for  repairs  and  improvements,  it  lost 
$3,263.52  on  its  1916  operations.     It  closed  in  December  I916, 
Of  the  $265,000  subscribed  three  years  before  there  was  practically 
nothing  le:?'';  but  a  dilapidated  building  and  equipment,  much  of 
which  v;as  worthiesso 

A  sjmilsx  type  of  promotional  scheme  was  follov/ed  in  organizing 
piar^ts  sponsored  ty  the  Equity  at  New  Richmond,  V'auGau,  and 
Madison,  Wis,,;  Eockford,  111,;  Newport,  Plinn,  ;  and  ?argo,  II.  Dak., 
although  at  all  these  poln1;s  except  Eockford  new  plants  were 
erected,  soma  of  them  mq'H  constructed. 

Other  promoters  follov/ed  much  the  same  type  of  operation  in  organ- 
ising co-operative  plants  at  Ottawa,  111,;  Paribault  and  Fergiis 
Falls,  kiiin, ;  and  Huron,  3,  Take ;  and  in  selling  stock  largely  to 
farmers,  in  privately  incorporated  plants  at  Sioux  City,  Des  Moines 
and  Marshalltown,  lov/a;  Grand  jTo^-ks;  II,  j)ak„  ?.nd  Detroit,  Mich. 
Table  2  summai'ises  the  type  of  promotion  of  these  early  enterprises 

Operating  Problems  and  Heascns  for  Fail\ire 

Of  the  13  cooperative  plants  organized  from  I91U  to  I92O,  all  but 
1  had  failed  by  1923o  Two  of  the  organisati-:  rs  never  opened  their 
plants;  1  failed  00  even  build  o.'-  puL-cha^e  a  plant;  2  operated 
1  year  or  less:  7  operated  from  2  to  3  years;  and  1  for  I5  years. 
I'/hile  it  is  difficult  to  determine  from  the  :.nf orination  available 
all  the  contributing  causes  for  failure,  rep;)rts  indicate  some  of 
the  most  important  (table  3). 

1.     The  one  weakness  most  co'rmon  to  all  the  organiza- 
tions v;as  lack  of  suiTicient  'operating  capital  and 
inability  to  obtain  additional  credit.    A  packing  plant 
requires  a  large  amount  of  working  capital  to  operate 
at  or  near  capacity,  to  build  up  inventories  whon  prices 
of  raw  products  are  favorable,  to  provide  a  daily  cash 
market  for  livestock,  and  to  advance  credit  to  its 
retail  customers  for  a  reasonable  length  of  time.  Ex- 
perience shov/s  that  the  capital  required  is  about  four 
times  the  weekly  cost  of  live  animals  purchased. 
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Table  2.-  Promoters  of  I3  Cooperative  Packing  Plants,  I91U-2O 


iJiimlDer  of 

Promoted  "by  .plants 


Professional  pronoters    8 

Owners  of  old  plants  hired  professional  promoters- ...  •.   2 

Farmers   2 

Livestock  commission  man    1 


Total   13 


Table  3.-  Causes  of  Failure  of  Cooperative  and  Private 

Packing  Plants 


Cooperative  Packing  Plants 


ITumber  of 


Cause  of  failure  plants 

II 


Lack  of  operating  capital  and  inaltility  to  obtain  credit   9 

Unsound  and  high  cost  promotion  "by  outside  interests   7 

Inefficient,  inexperienced,  and  poor  management   5 

Distrust  and  lack  of  confidence  on  part  of  farmer-patrons    h 

Unsatisfactory  sales  outlets  and  keen  competition 

from  other  packers    3 

Lack  of  and  irregular  supplies  of  desira"ble  livestock   2 

Too  much  paid  for  old  plant  and  equipment    2 

Unfavorable  freight  rates    1 

Private  Packing  Plajits  (Largely  Farmer  Stockholders) 

Inefficient,   inexperienced,  ajid  poor  management    2 

Lack  of  operating  capital   1 


Miscellaneous  Causes  Common  to  Most  Plants 

General  lack  of  information  on  part  of  farmers  concerning  packing 

business 
High  cost  of  operation 


1/    The  13  plants  on  v;hich  this  infornation  was  based  represent  11  coop- 
eratives and  2  private  plants.  A  niraber  of  plants  indicated  a  combination 
of  causes  for  f-^llure. 
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The  capital  raised  for  a  nuniber  of  the  plants  might 
have  been  sufficient  if  such  a  large  amount  of  it  had 
not  been  absorbed  by  promoters  or  paid  out  in  excessive 
valuation  on  ^'orn-cub  plant  facilities.     In  seme  in- 
stances too,   the  ci'ganizations  v/ere  \inable  to  collect 
a  substantial  amount  of  the  stock  subscribed  by 
farmers.  Table  If   shows  the  amount  of  capital  raised 
and  proportion  paid  to  promoterso 

2.  Another  important  factor  contributing  to  the  fail- 
ures v/as  the  lack  of  farmer  s'o.pport.    The  co-ops  were 
creatad  "by  the  un-^jound  promotion  of  outsidersj  rather 
than  by  livestock  producers  themselves.    Promises  of 
immediate  profits  and  dividends  '-'hich  did  not  mate- 
rialize "soured''  many  of  the  members. 

3.  Inefficient,  inexperienced,  dishonest  and  poor  man- 
agement appear  to  h-?,v9  been  another  contributing  cause 
for  the  fail  ire  of  liiany  of  the  org.anizationsc  This 
was  manifest  iri  a  r.'jimber  of  vrays  -  by  overpayment  for 
livestock,  spoilage  of  meat,  failure  to  keep  accurate 
rer^oids  and  to  collect  outstanding  accci;nts  and  notes, 
exti'avagance  and  leaks,  and  lack  of  aggressiveness. 

h.    Distrust  and  lack  of  confidence  on  the  part  of 
farms r-pat3  ens  in  management  was  another  reason  for 
failure  of  se/eral  plants, 

5.  Unsatisfactory  sales  outlets,  keen  competition  from 
other  packers  and  low  prices  of  provisions  caused  heavy 
losses  in  some  instanceso     Several  plants  were  forced 
to  sell  the  bulk  of  their  product  in  distant  marksts. 
This  meant  tnat  they  had  to  depend  upon  outsida  brokers 
or  wh:)le'3alei*Sr    Inability  to  obtain  refrigerator  cars 
was  anothc)r  handicap. 

6.  Irregailar  and  inadequate  supplies  cf  desirable 
livestock  caused  losses  and  operating  difficulties  at 
several  plants.    Poor  location  ^^ith  respect  to  year 
around  supplies  caused  trouble  in  some  areas.  Agree- 
ments to  pu;  chase  all  livestock  offered  by  patrons  at 
prices  equal  to  or  better  than  those  offered  by  com- 
petitors caused  heavy  losses  to  several  plants-, 

7.  IJhere  old  ^''crn-out  plants  and  equipment  were  pvir- 
chased  at  fictitious  prices,  it  was  Impossible  to 
operate  economically  or  efficiently.    Additional  money 
was  required  to  put  these  plants  in  operating  condition. 

8.  Unfavorable  freight  rates  for  dressed  meat  were 
mentioned  in  the  case  of  one  plant  as  one  of  the  reasons 
for  failure  to  operate  successfully. 
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Table  U.-  Financing  Cooperative  and  Private  Packing  Plants 
Cooperative  Packing  Plants 


Name 

Locat  ion 

Amount  of 

^  CL  M -L  UC*-^ 

ppfcpnt  "Da 

Idaho  Meat  Producers,  Inc. 

Caldwell,  Idaho 

$  105,000 

1/ 

Detroit  Packing  Company 

Detroit,  Mich. 

2/  42S,000 

None 

The  New  Cooperative  Co. 

Dillonvale,  Ohio 

17,500 

None 

Equity  Coop.  Packing  Plant 

Fargo,  N.  Dak. 

2 , 280 , 000 

20 

Fergus  Coop.  Packing  Co. 

Fergus  Falls,  Minn. 

li+U,500 

29 

Farmers'  Coop.  Packing  Co. 

Huron,  S.  Dak. 

1,000,000 

1/ 

Farmers'  Coop.  Packing  Co. 

La  Crosse ,  Wis . 

265,000 

15 

Las  Vegas  Meat  &  Prov.  Co. 

Las  Vegas,  Nev. 

16,000 

None 

Farmers'  Coop.  Packing  Co. 

Madison,  Wis. 

750,000 

17* 

Brittain  Coop.  Packing  Co. 

Mar shall town,  Iowa 

170,000 

12| 

Farmers'  Terminal  Packing  Co. 

NeiArport,  Minn. 

2,000,000 

30 

Int er-CoTinty  Packing  Co. 

Nev/  Richmond,  Wis. 

350,000 

17 

Illinois  Coop.  Packing  Co. 

Ottawa,  111. 

500,000 

17 

Farmers'  Coop.  Packing  Co. 

Rockford,  111.  • 

Uoo.ooo 

15 

Farmers'  Coop.  Packing  Co. 

Wausau,  Wis. 

250,000 

17J 

Private  Packing  Plants  (Largely  Farmer  Stockholders) 

Associated  Packing  Co.  Des  Moines,  Iowa  3«277.650  25 
Detroit  Packing  Co. ,  A  Delaware 

Corporation    2/                               Detroit,  Mich.                 2,200,000  ^/ 

Kentucky  Independent  Packing  Co.      Lexington,  Ky.                    125,000  _l/ 

Midland  Packing  Co.                            Sioux  City,   Iowa            8,000,000  25 


\j    Information  not  available. 

2/  Reorganized  and  recapitalized  in  1933  as  A  Michigan  Cooperative  Corp-oration, 
Of  this  amr.-ont  stockholders  in  old  company  furnished  $108,000,  balance  consisted 
of  a  loan. 

_3/    Definite  information  not  available,  but  reports  indicate  that  promoters 
received  $100,000  in  stock. 
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In  suminarizing  thess  early  attempts  at  cooperative  meat  packing, 
it  should  be  pointed  out  that  several  of  the  plants  never  operated, 
others  ran  for  only  a  few  months,  and  only  one  for  more  than  3  years; 
and  that  all  vere  greatly  handicapped  by  lack  of  adequate  operating 
capital. 

In  fact,  the  conditions  under  vjhich  these  early  associations  v;ere 
established  were  such  that  no  private  concern  could  be  expected 
to  succeed,  as  illustrated  by  the  experience  of  such  private  pro- 
motional undsr takings  as  the  Midland  Packing  Company  of  Sio\ix  City, 
Iov;a,  which  operated  only  3  months  and  caused  investors  a  loss 
of  over  7  niillion  dollars;  and  the  Associated  Packing  Company  of 
Des  Moines,  '.Lov/a,,  '-'hfch  never  even  constructed  a  plant  but  caused 
a  loss  of  a  million  dollars  to  investors. 

It  is  generally  conceded  that  any  new  business  undertaking  must 
er.pect  to  operate  for  a  year  or  more  '-'ith  little  or  no  profit 
or  perhaps  at  a  substant:;.al  loss  v;hen  breaking  into  a  nev;  field. 

Por  these  reasons  it  seems  hardly  fair  to  assume  that  properly 
organizedj  anply  capitalized,  and  intelligently  managed  coopera- 
tive meat  processing  plants  have  no  chance  to  succeed. 

later  Cooperative  Processing  Plants 

Following  the  disastrous  experiences  of  the  early  l920's,  few 
attempts  were  made  to  organize  cooperative  meat  packing  or 
slaughtering  plants  u.ntil  I93O  1,/ •    Producers'  efforts  during 
most  of  this  time  v;ere  directed  tov;ard  the  organization  and 
Operation  of  cooperative  livestock  shipping  and  marketing  or- 
gajai zations  Smd  substantial  progress  v;as  made  along  these  lines. 

V/e  have  record  of  only  six  cooperative    slaughtering,  or  packing 
plants  being  organized  from  1S}0  to  19^H,  as  shown  in  table  5»  2/ 

Of  these  cooperative  projects  only  tv;o  v;ere  of  any  size,  one  at 
Detroit,  Mich.,  and  one  at  Caldv/e'J.l,  Idaho;  the  others  consisted 
of  small  local  slaughtering  establishments.    Reports  indicate 
that  one  of  these  projects  failed  arjaone  never  got  out  of  the 
organization  stage. 

Tv/o  of  the  plants  vjere  set  up  and  operated  by  well  established 
successful  cooperatives  in  California  and  Ohio,  and  one  by  a  small 
group  of  farniers  and  ranchmen  in  Hevada.    Another  came  about 
through  the  reorganization  of  a  privatelj?"  owned  Michigan  plant  in 
v/hich  farmers  had  invested  a  large  part  of  the  capital  stock.  Only 
two  of  these  plants,  one  at  Caldv;ell  and  one  at  Tv;in  Falls,  Idaho, 

1/  One  plant  was  organized  at  Los  Angeles,  Calif. ;  in  the  mid- 
tv/enties  by  about  20  large  ranchmen.     It  operated  for  about  3  years. 

2/  This  does  not  include  a  number  of  sinall  cooperative  locker 
plants  that  perform  slaughtering  service  for  their  patrons. 
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had  the  earmarks  of  promotional  ventures.    One  of  those  organiza- 
tions failed  after  operating  about  six  months  and  the  other  did 
not  get  by  the  organization  stage. 

The  firbt  of  these  six  organizations  ''as  established  in  I93O  by 
the  Milk  Producers  Associt;,tion  of  Central  Ca].ifornia  at  Modesto. 
The  purpose  v.'as  to  obtain  more  satisfactory  prices  for  its  mem- 
bers' veal  calves  and  old  cows.     'Ihs  association  first  leased  a 
small  packing  plant  in  Modesto,  bat  later  contracted  with  a 
private  plant  to  hare  its  stock  slaughtered  on  a  custom  basisn 

The  association  e^irployed  men  to  receive,  mark,  weigh,  grade,  and 
follov;  the  stoc'c  thco'ugh  the  packing  plant.    All  carcasses  were 
appraised  and  graded  on  the  rails  and  retv.rns  v/ere  made  to  farmers 
on  the  basis  of  the  so  appi-aisals,    l^o  money  was  paid  until  the 
stock  v/as  slaughtered  and  sold,.     The  association  also  maintained 
its  cwn  salesmen  who  sold  meat  at  the  plant  to  local  retailers 
or  consigned  &o:iie  to  San  Francisco.    This  operation  proved  quite 
satisfactory  and  r-i^ulted  in  m.o.iG  satitifactory  returns  to  members. 
In  addition  to  veal  calves  and  cows  a  limited  volvjiie  of  hogs  and 
lambs  wore  also  handl:^d..    Operaticns  wore  discontinued  in  I9U2 
because  the  local  slaur^hteirlng  plant  closed  down  and  the  associa- 
tion was  unable  to  make  satisfactory  arrai"*geaents  for  slaughtering, 
llo  money  was  lost  by  farmers. 

Another  s"iall  cooperative  plant  v;as  organized  at  Las  Vegas,  Nevada, 
in  1935,  by  60  far. Tiers  and  ran-^liaven  with  the  help  of  the  Agri- 
cultural Extension  Service.    An  old  packing-plant  building  v;as 
purchased  at  a  moderate  cost-     The  reason  for  organizing  v;as  to 
supply  a  better  cv.tlet  for  live y took  and  to  take  care  of  local 
de.iiand  for  meat  froui  Las  Vef'^as;  B::ulder  City,  and  numerous  mining 
ca^nps.     This  plant's  operations  hare  been  handicapped  by  seasonal 
shortages  of  the  ri^h fc  kind  of  stock  available  and  by  inadequate 
operating  capitals    'Cts  entire  output  was  sold  in  the  local  trade' 
area  , 

Detroit  Packing  Company 

Because  of  its  larger  size,  fairly  complete  and  diversified 
operations,  and  its  10  years  of  e.cnerience  in  meeting  various 
problems  and  di;Cf icultie s,   the  history  and  development  of  the 
Detroit  Packing  Company  is  of  interest.-, 

This  company  originally  incorporated  as  a  private  corporation  had 
been  started  in  I92O  by  a  group  of  Detroit  proaoters.     Stock  to 
the  amount  of  over  2  million  dollars  was  sold  to  approximately  25OO 
investors,  80  percent  of  '-'hom  were  farmers.    An  old  brevrery  build- 
ing vras  purchased  and  converted  into  a  packing  plant,    ^s  paj'ment 

^  The  last  re^Dort  on  this  plant's  operations  vras  made  in  193^' 
llo 'definite  information  is  available  as  to  whether  it  is  still  in 
operation. 
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for  promoting  the  enterprise,  it  is  reported,  one  family  received 
$100,000  worth  of  stock  in  the  company.    As  the  rest  of  the  stock 
was  v/idely  scattered,  they,  with  a  fev'  of  their  friends,  were 
always  able  to  dominate  the  "board  of  directors. 

During  the  period  from  192O  to  1932»  the  company  handled  a  sub- 
stantial volume  of  "business  but  operated  mostly  in  the  red  "because 
this  inside  group  consistently  "milked"  the  company,  through 
crooked  manipulations  and  by  loading  it  down  with  high  salaries 
for  members  of  their  families  in  executive  positions. 

In  1932  the  company  was  thrown  into  receivership  "by  some  of  its 
creditors.     In  the  fall  of  1933  a  group  of  prominent  Michigan 
farmers,  stockholders  and  farm  organization  leaders  came  to  the 
Farm  Credit  Administration  in  V/ashington  to  enlist  its  support 
in  taking  over  the  company,  '/hich  was  then  operating  in  receiver- 
ship. 

During  the  next  10  years  this  organization  experienced  all  the 
problems  and  difficulties  of  operation  "hich  caused  some  of  the 
fail\ires  of  earlier  attempts  in  this  field.     The  plant  itself, 
when  taken  over,  was  badly  run  down.    It  was  not  an  efficient 
operating  \init  and,  for  several  years,  did  not  have  capable  man- 
agement.   Large  a^iounts  of  money  vrere  spent  to  replace  worn-out  ,  . 
equipment  and  to  even  partially,  modernize  the  plant.. 

The  association  also  had  to  revamp  its  sales  organization  and- 
improve  the  quality  of  its  products  so  as  to :  meet  competition. 
During  much  of  the  time  the  organization,  like  many  other  plants,  , 
had  labor  trouble.    Prom  the  start  the  company  operated  with  in- 
adequate capital.    Collections  ?rere  slow,  and  during  the  earlier 
years-  declining  markets  caused  con.sidcra"ble  losses  in  inventory 
values.    All  these  things  made  it  difficult  to  show  satisfactory 
progress. 

Most  of  the  original  operating  capital  "as  "borrowed,  as  farmer 
members  furnished  very  little  nev;  money.    To  -correct  this  situation 
and  to  provide  additional  working  capital,  the  board  of  directors 
adopted  a  program  of  deducting  a  retain  on  eaoh  head  of  lives-tpck 
delivered  by  its  patrons.    To  p-ut  this  into  effect  called  for,  exi 
aggressive  educational  and  membership  drive,  under  which  the 
association's  membersliip  has  increased  to  about  8,000  and  a 
capital  retain  plan  was  adopted.    As  a  result  of  this  action 
substantial  amo\ants  of  new  capital  have  been  acquired  by  the 
association,  and  now,  except  for  a  few  months  during  the  year 
or  for  certain  classes  of  -stock,  most  of  its  requirements  are 
supplied  by  members  direct  to  the  plant. 


-  ..13  >. 


The  association  has  substantially  improved  its  financial  condi- 
tion, paid  off  about  one-third  of  its  indebtedness,  made  needed 
improvements,  and  created  substantial  reserves.    In  19^3  total 
value  of  the  association's  sales  reached  $5,000,000. 


Idaho  Meat  Producers,  Inc.,  Caldwell,  Idaho 

The  Caldwell,  Idaho,  plant  was  organized  in  1932,  through  the 
efforts  of  a  Chicago  packing  house  supply  engineer  and  promoter 
who  first  represented  himself  as  an  agent  of  eastern  packers  v;ho 
were  interested  in  locating  a  plant  in  Idaho.    This  proposition 
failed  to  materialize  and  the  promoter  interested  local  business  • 
men  and  a  few  prominent  farmers  in  the  project.    Together  they  • 
promoted  it  as  a  cooperative  enterprise.  ** 

The  organizers  experienced  difficulty  in  raising  funds  and  applied 
to  the  Federal  Farm  Board  in  March  I933  for  a  loan  of  $lbO,000, 
This  application  v;as  rejected  because  the  proposition  did  not 
appear  practical  or  have  sufficient  farmer  interest.    After  a 
considerable  length  of  time,  $65,000  worth  of  stock  v;as  sold  and 
the  organizatidn  borrov/ed  $U0,000  from  private  so\arces.    A  plant 
costing  approximately  $100,000  v;as  built  and  practically  nothing 
was  left  for  vorking  capital.    The  association  began  operations 
in  January  193^  under  this  handicap. 

The  plant  was  built  primarily  to  slaughter  livestock  and  to  sell  - 
wholesale  carcasses  outside  the  local  area  to  the  Pacific  coast  ^ 
cities  of  San  Francisco  and  Portland.    Because  of  unsatisfactory 
sales  outlets  for  the  dressed  products  and  the  fact  that  it  had 
to  pay  a  premium  for  live"stock  delivered  to  the  plant,  the  associa- 
tion met  with  some  bad  losses.    The  plant  closed  in  June  193^ • 
The  property  was  finally  sold  to  a  San  Francisco  meat  broker  and 
the  result  v/as  a  100  percent  loss  to  investors.    The  purchaser, 
who  had  established  sales  outlets,  is  reported  to  have  made  each 
year  subs-tantial  profits  since  tolcing  over  the  plant.*   This  fact 
seems  to  demonstrate  the  feasibility  of  this  undertaking.  Further- 
more, it  is  reported  that  the  added  competition  for  livestock  in 
the  plaint' s  trade  territory  has  been  responsible  for.  generally 
better  jpric'es  paid  to  farmers  for  livestock.     '  . 


Consumers'  Plant,  Dillonvale,  Ohio 

Another  type  of  cooperative  packing  operation  which  differs  some- 
what from  any  of  the  organizations'  so  far  discussed,  is  the  new 
cooperative  company  plant  operated  by  the  Consumers  Cooperative 
Association  of  Dillonvale,  Ohio, 


This  plant  was  established  in  1935  to  service  a  group  of  consumer 
stores  and  to  develop  a  market  outlet  for  farmer  members  of  the 


Consuaiers  associati  cn.    The  plant  is  not  operated  to  make  a  prof  it 
bf.t  to  assvire  the  stores  of  a  steady  flovr  of  meat  products.  In 
this  v/ay  it  does  not  cojipete  v.'ith  other  packers  for  sales  outlets. 

The  original  capital  v/as  supplied  by  the  Consumers  association  out 
of  surplus  funds.     The  cost  of  the  plant,  plus  some  later  additions, 
totaled  $17,500. 

According  to  information  furnished  by  the  manager,  this  plant  has 
been  of  Jauch  bonofit  both  to  fsTwers  and  to  individual  Consumer 
members.    Present  plans  call  for  further  expansion  after  the  war. 

Kentucky  Independent  Packing  Company,  Lexington,  Kentucky 

.Another  enterprise,  organized  by  private  livestock  auction  market 
interests  and  financed  through  the  sale  of  stock  to  producers  and 
others,  was  the  Kentucky  Independent  Packing  Company  of  Lexington, 
Krntxioky.    A  nsv;  modern  plant  costing  $1255  000  v/as  built  and  opera- 
tions were  started  in  July  193^*    ^^"^  main  purpose  in  establishing 
this  plant  was  to  inject  additional  coctpetition  for  lambs  and  to 
strengthen  prices. 

The  plant  operated  for  about  2  years  but  failed  largely  because 
auction  oparators  used  it  to  bolster  prices  and  forced  the  plant 
to  pay  mere  for  livestock  than  it  could  afford  to  do.    After  the 
company  failed  the  plant  wfvs  leased  to  one  cf  the  large  packers  for 
a  5-year  term  and  finally  sold  to  this  company  in  I9U3, 


It  is  of  intsrest  to  note  that  of  the  ik  plants  upon  which  infor- 
mation v;a.s  obtained  as  to  their  ultimate  disposition,  that  S  of 
them  were  purchased  by  or  leased  to  the  Big  Packers,  5  sold  to 
independent  packers  and  1  to  a  cooperative  packing  organization 
as  shovm  by  table  6-     Several  of  the  other  plants  were  in  such 
poor  condition  that  they  v;ere  of  little  value  even  at  greatly 
reduced  p\archase  prices. 

Prom  indications,  all  these  plants  when  taken  over  have  been  oper- 
ated profitably  under  private  management  and  some  have  been  out- 
standingly successful. 

The  farmers'  idea  of  establishing  packing  plants  near  the  source 
of  supply,  rather  than  to  ship  to  far  away  markets,  appears  to  have 
been  sound  and  has  been  proved  so  by  the  trend  toward  decentraliza- 
tion of  the  packing  industry  during  the  last  20  years.  Ftirthermore, 
letters  and  other  information  from  various  sources  indicate  that, 
even  though  the  original  farmer-investors  lost  practically  all  their 
original  investments,  farmers  feel  that  the  establishment  of  these 
interior  plants  has  been  of  real  value  to  them. 
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Table  6.-  Purchasers  of  ih  Cooperative  and  Private 
Farmers'  Packing  Plants  That  Failed 


Plant 

sold  or 

leased  to 

TJ  "ivn  fa 

3ig  . 

Independ- 

■ Coopera- 

packer 

ent 

tive 

Idaho  Meat  Producers,  Inc. 

Caldwell,  Idaho 

1 

Detroit  Packing  Co. ,  A  Delaware 

Corporation 

Detroit,  Mich. 

1 

Equity  Coop.  Packing  Plant 

Fargo,  N.  Dak, 

1 

Cooperative  Packing  Plant 

Faribault,  Minn. 

1 

North  Dakota  Packing  Co. 

Grand  Forks,  N.  Dak, 

1 

Farmers'  Coop.  Packing  Co. 

Huron,  S.  Dak. 

1 

Kentucky  Independent  Packing  Co. 

Lexington,  Ky. 

.  1 

Associated  Packing  Co. 

Los  Angeles,  Calif. 

1 

Farmers'  Coop.  Packing  Co. 

Madison,  Wis. 

1 

Brittain  Coop.  Packing  Co. 

Mar  s  hal  1 1  o vn ,  I  o v/a 

1 

Farmers'  Terminal  Packing  Co. 

Newport,  Minn. 

1 

Farmers'  Coop.  Packing  Co. 

Rockford,  111. 

1 

hidland  Packing  Co. 

Sioux  City,  lov/a 

1 

Farmers'  Coop.  Packing  Co. 

V/ausau,  IVis. 

1 

Total 

g 

5 

1 
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Putvjre  Possibilities  and  Need  For 


Gcopt.-rative  Meat  ProcscsJ.r'f: 


After  v/eighing  thie  results  of  unsuccessful  attempts  to  operate 
cooperative  meat--paoking  plants,   should  faruers  again  consider 
entering  this  field?    Is  there  any  real  need,  for  them  or  a;xy  ad- 
vantage to  farmers  in  moving  further  into  marketing  and  processing 
operations?    Is  it  possible  to  avoid  a  repetition  of  the  unsound 
promotional  activities  and  other  early  mistakes  in  future  organiza- 
tional activities? 

Many  changes  which  have  taken  place  '-'ithin  the  last  25  years  make 
ii  possible  for  small  plants,  s.t  interior  points,   to  ■  operate  more 
successfully  than  those  started  prior  to.  I92O .     Tha  most .  important 
of  these  is  the  development  of  elastic  and  econcraical  truck  trans- 
portation.   Others  include  improvements  in  refrigeration  methods, 
rapid  expansion  of  processing  and  sale  of  frozen  foods,  and  wide- 
spread use  of  fro^eu  food  locker  plants,  of  which  there  are  new  . 
over  5200  in  opera.tion  in  the  United  States.     The  general  adoption 
of  Gov«i;rmuOnt  grading  of  meats  alco  helps  to  make  it  possible  for 
small,  packers  to  compete  with  large  companies  with  vridely  advertised 
brands. 

Unlike. the  unorganized  situation  of  25, years  ago,  farmers  today 
have  strong,  v;ejl  orgariized  and  fi.nanced  coopc;rative  marketing  and 
purchasing  associacicns  &er\ring  all  sections  of  the  country.  Their 
volijune  of  business  handled  in  I9U3  totaled  $3,700,000,000.  Live- 
stock producers  alone  iparketed  nearly  .$600 ,.000, 000  worth  of  live 
animals  through  their  cooperatives  last  year. 

Financing  of  cooperatives,  both  by  members  and  through  aid  from" 
the  banks  for  cooT^eratives,  is  on  a  nuch.  sounder  bat^is  than  a 
quarter  of  a  century  ago. 

Furtherracre,  farmers  have  learned  the  value  and  possibilities  of  . 
cooperative  action  and  their  leaders  and  management  have  become  , 
better  trained  in  operating  large  business*  enterprises.  The 
success  of  large  scale  dairy,  fruits  vegetable,  and  poultry  grow- 
ers and  farm  supply  organizations  in  the  processing,  manufacturing, 
and  merchandising  fields  has  opened  farmers'  eyes  to  possibilities 
for  improvements  and  substantial  savings  in  those  operations. 

In  spite  of  the  development  of  livestock  marketing  cooperatives 
during  the  past  quarter  of  a  century,  livestock  markets  and  prices 
are  still  dominated  to  a  considerable  extent  by  a  ha-dful  of  powerful 
packing  companies-     In  19^2  over  72  percent  of  the  cattle,  nearly 
77  percent  of  the  calves,  73  percent  ;of  the  hogs,  and  over  9U  per- 
cent of  the  sheep  and  lambs  slaughtered  under  Federal  inspection, 
were  handled  by  10  companies.      .  .  • 


-17  - 


By  decentralizing  their  "buying  operations  packers  have  substan- 
tially weakened  the  bargaining  power  of  cooperatives  and  private 
sales  agencies  at  larger  markets.    Furthermore,  at  many  of  these 
terminal  markets  supplies  have  been  divided  among  packers  on  what 
appears  to  be  a  definitely  predetermined  quota  basis,  which  limits 
competition. 

Most  packers  have  not  been  interested  in  paying  premium  prices  for 
quality  livestock,  but  have  followed  the  practice  of  buying  on 
averages  and  varying  grade  rather  than  price  to  meet  changes  in 
supply  and  demand.    This  has  discouraged  the  production  of  improved 
animals.    Tor  years  packers  fought  Government  grading  of  mieat. 
During  the  low  prices  of  the  1930' s,  when  lard  was  a  "drug"  on  the 
market,  packers  let  lard  substitutes  replace  much  of  the  consumer 
demand  by  failing  to  inrprove  lard  until  producer  pressure  v;as 
brought  to  bear.    Furthermore,  they  offered  little  or  no  encourage- 
ment to  producers  of  "meat  type"  hogs  during  this  period. 

It  would  appear,  therefore,  that  if  producers  are  to  benefit  from 
quality  production;  reduced  transporting,  processing  and  distrib- 
uting  costs;  and  the  improvements  made  possible  through  new 
processing,  freezing,  grading  and  merchandising  methods,  it  may 
be  desirable  to  enter  the  processing  field  by  establishing  some 
small  "pilot  plants"  to  provide  freezer- locker  service  to  farmers 
and  town  patrons,  and  to  process  and  distribute  graded  meat  in 
fresh,  frozen  afid  cured  form  to  locker  plants,  to  owners  of  home 
freezer  units  and  to  retail  stores  in  a  limited  trade  territory. 
In  some  areas  frozen,  dra^^m  poultry  as  well  as  fruits  and  vege- 
tables might  also  be  processed.    Refrigerated  trucks  could  be 
used  in  distributing  products  in  the  plajit's  territory. 

Such  operations  could  supplement  rather  than  replace  or  compete 
v/ith  cooperative  livestock  marketing  agencies  and,  if  properly 
operated,  should  act  as  "competitive  yardsticks"  in  more 
accurately  determining  fair  prices  for  live  animals  based  on 
the  sale  of  dressed  graded  products.  They  also  should  offer  a 
means  of  effecting  lowered  marketing  and  distribution  costs  in 
some  areas  through  savings  in  transportation  and  handling  charges. 

Before  going  into  any  such  development,  hov;ever,  careful  consider- 
ation should  be  given  to  sources  of  supplies,  type  and  size  of 
plant  and  equipment  needed  and  sales  outlets.    Strong  producer 
interest  and  ample  financial  support  should  be  evidenced  in 
advance.    The  plant  itself  shovild  be  the  most  modern  possible,  as 
most  old  remodeled  plant sf  are  expensive  to  operate  and  maintain. 
Indications  point  to  changed  methods  of  processing,  freezing, 
packaging  and  merchandising  after  the  v/ar.  >  Any  group  interested 
in  organizing  should  give  careful  consideration  to  all  these 
possibilities.    A  further  aid  to  efficient  plant  operation  might 
be  the  organization  of  some  type  of  controlled  cooperative  truck- 
ing and  marketing  services  which  ''oxild  make  possible  a  mbre  even 
flow  of  livestock  to  the  plant, 
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To  successfvilly  enter  this  vider  field  of  enterprise  may  call  for 
the  organization  and  operation  of  cooperatives  in  many  localities 
along  joint  lines  of  activity  rather  than  on  the  "basis  of  a  single 
commodity  or  service. 

In  soiiig  into  the  meat  processing  business,  it  should  be  recog- 
nized that  it  Is  highly  competitive,  that  margins  are  not  wide 
and  that  at  least  5Q  percent  of  the  product  is  normally  handled 
in  fresh  form.    It  is  a  type  of  business  which  offers  numerous 
advantages  through  cooperative  operations  -  provided  it  is  well 
located,  soundly  managed  and  financed,  and  its  members  thoroughly 
understand  the  problems  involved  and  are  ..ready  to  give  it  adequate 
support. 
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Wisconsin  Agr.  Expt.  Sta.  Bui.  282 

Article  by  F,  A.  Bingham,  National  Conference  on  Marketing 

and  Farm  Credits,  Dec.  U~9,  I9I6 
Article  "by  Chas.  U.  Holman,  National  Conference  on  Marketing 

and  Farm  Credits,  Lee.  I916 
Article  by  H.  T.  Morgan,  Farm  Engineering,  Jan.  I917 
Prairie  Farmer,  Dec.  I5,  I917;  June  I5,  I9I8;  Oct.  9,  I92O 
New  York  Packer,  May  5,  I923;  Aug.  IS,  I923 
South  St.  Paul  Daily  Reporter,  Apr.  7,  I92U 
The  Lexington  Leader,  July  193 6 
Breeders'  Gazette,  Aug.  I9,  I92O;  Nov.  U,  I92O 
Wallace's  Farmer,  Oct.  5,  I917 

Records  in  files  of  History  and  Statistics  Section, 

Farm  Credit  Administration 
Information  obtained  by  author  on  a  field  trip,  Aug.  193^ 
Unpublished  studies  of  Farm  Credit  Administration  on  the 
following  packing  plants: 

Idaho  Meat  Producers,  Inc.,  Caldwell,  Idaho 
Detroit  Packing  Company,  Detroit,  Mich, 
Fergus  Falls  Packing  Company,  Fergus  Falls,  Minn. 
Letters  and  reports  from  various  State  agricultural  authorities 
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